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&KDRVDV$UWSULQFLSOH 5HDVRQIRU&RPSRVLWLRQ,PEDODQFH
9DVND6DQGHYD.DWHULQD'HVSRW7DPDUD9HVHOLQRYD
8QLYHUVLW\*RFH'HOFKHY 6WLS50DFHGRQLD
$EVWUDFW
$UWLVDKXPDQDFWLYLW\SURGXFWRULGHDRIWKDWDFWLYLW\DVVRFLDWHGZLWKWKHVHQVHVHPRWLRQVDQG
LQWHOOHFW$UW LV LQKHUHQW LQ KXPDQVPDNLQJ WKHP VHSDUDWH DQG GLIIHUHQW IURP WKH RWKHU OLYLQJ
EHLQJV 7KLV FRQFHSWLRQ RI DUW DV DQ DXWRQRPRXV DFWLYLW\ LV DV D SURGXFW RI DUWLVWV ZKR DUH
ORRNLQJIRUEHDXW\GDWHVEDFNWRDQFLHQWWLPHV7KHVLPSOHVWGHILQLWLRQRIWKHWHUPDUWLVWKDWLWLVD
KXPDQFUHDWLYLW\$OWKRXJKWRGD\WKHWHUPDUWFRPPRQO\LQYROYHVYLVXDODUWWKHFRQFHSWRIZKDW
DUW LVKDVFRQVWDQWO\FKDQJHGRYHU WKHFHQWXULHV3HUKDSV WKHPRVWFRQVLVWHQWGHILQLWLRQ LV WKH
PRVW JHQHUDO RQH  WKH QRWLRQ WKDW DUW UHIHUV WR DOO FUHDWLYH DQG DUWLVWLF DFWLRQV RIPDQ$V D
SURGXFWRIYLVXDODUWVWKHDUWLVWFUHDWHVDFRPSRVLWLRQWKDWLVDZRUNRIDUW&RPSRVLWLRQPHDQV
FRPELQLQJHOHPHQWVDQGSULQFLSOHVLQPDNLQJDFUHDWLRQ7KHSULQFLSOHVRIJRRGGHVLJQDUHWRROV
WKDW WKH DUWLVW XVHV WR FUHDWH DQ HIIHFWLYH FRPSRVLWLRQ :KHWKHU D GHVLJQ LV ZHDN RU VWURQJ
GHSHQGVRQ WKH NQRZOHGJHRI WKH DUWLVW GHVLJQHU IRUSULQFLSOHV DQGKLV DELOLW\ WRDSSO\ WKHP
%DVHGRQWKHOD\RXWWKHUHPD\EHVHYHUDOW\SHVRIFRPSRVLWLRQ %XWZKHQWKHHOHPHQWVGRQRW
KDYHDSURSHUDUUDQJHPHQWLWLVDFKDRWLFFRPSRVLWLRQ
.H\ZRUGEDODQFHFKDRVDUWFRPSRVLWLRQFRQWUDVW
,QWURGXFWLRQ
7KH FRPSRVLWLRQ LV D VHW DVVHPEO\ RI SDUWV LQWR D
ZKROH DUWLVWLF GHYHORSPHQW RI DQ LGHD LQ DFFRUGDQFH
ZLWK WKHUHTXLUHPHQWVRIPDWHULDOVDQGUHVRXUFHV LQD
SDUWLFXODUNLQGRIH[SUHVVLRQ
,Q PXVLF FRPSRVLWLRQ PHDQV FUHDWLQJ DQG
FRPSRVLQJDSLHFHRIPXVLF&RPSRVLWLRQLQSDLQWLQJ
ZRUN PHDQV WKHUH DUH VHYHUDO HOHPHQWV LQ D XQLILHG
ZKROH ,Q QRQILJXUDWLYH DUW WKH FRPSRVLWLRQ
FRQVWLWXWHVDUHODWLRQVKLSRIIRUPFRORUDQGVSDFHDQG
LQ WHFKQLTXHDQG WHFKQRORJ\FRPSRVLWLRQRIGLIIHUHQW
DOOR\V WKDW FUHDWH D FRPSDFW PDVV ,Q HYHU\GD\
SUDFWLFH WKH FRPSRVLWLRQ LV FRPSRVHG RI SDUWV WKDW
PDNHXSDZKROH
+DUPRQ\ RI WKH SDUWV WKDWPDNH XS D ZKROH LQ
WKHQDWXUHKDVORQJEHHQVWXGLHG3UHVHUYHGDUWHIDFWV
IURP 3DOHROLWKLF DQG 1HROLWKLF DUH H[WUHPHO\ ZHOO
GHVLJQHG IRUPV RI WRRO 6R WRGD\ ZH WDON DERXW
FRPSRVLWLRQFXOWXUHDVD OHYHORIXQGHUVWDQGLQJ DQG
ZD\VRIVHWWLQJVRPHWKLQJDJDLQVWVRPHRQH
7KHXQGHUO\LQJPHDQLQJRIDFRPSRVLWLRQFDQEH VHHQE\KRZPXFKDQGKRZ WKHHOHPHQWVRI
FRPSRVLWLRQ H[FHHG WKH UDQGRPQHVV DQG WR ZKDW H[WHQW WKH UHDOL]HG UHODWLRQVKLS VXJJHVWV
UHFRJQL]DEOHSHUVRQDO VW\OHDQGIHDWXUHVRI WKH WLPH LQZKLFK LW HPHUJHG$OWKRXJK WRGD\ WKH WHUP
)LJXUH&RPSRVLWLRQ )HUQDQG/HJHU
7KHWK ,QWHUQDWLRQDO&RQIHUHQFHRQ9LUWXDO/HDUQLQJ,&9/ 
FRPSRVLWLRQ LQGLFDWHV GLIIHUHQW SKHQRPHQD DQG VLWXDWLRQV H[ FRPSRVLWLRQ RI FHUWDLQ VSLFHV LW
DOZD\VVXJJHVWVWKHPHDQLQJRIWKHUHVXOWDFKLHYHGZLWKWKLVFRPSRVLWLRQ
:KHQFUHDWLQJDFRPSRVLWLRQZLWKPXOWLSOHHOHPHQWVZKLFKVKRXOGFUHDWHDZKROHLWLVGLIILFXOW
WRDFKLHYHSHUIHFWKDUPRQ\DQGDJRRGFRPSRVLWLRQEXWLWLVDOVRKDUGDQGPD\EHHYHQKDUGHUZKHQ
FUHDWLQJDFRPSRVLWLRQZLWKDVPDOOQXPEHURIHOHPHQWV,QFRQWHPSRUDU\DUWLVWKHPLQLPDODUWWKDW
GHDOVZLWKVXFKSKHQRPHQDDUWRIPLQLPDOH[SUHVVLRQ
$V D UXOH HYHU\ FRPSRVLWLRQ FUHDWLRQ
UHTXLUHV WZRRUPRUHHOHPHQWV VR WKDW VRPH
UHODWLRQLVHVWDEOLVKHGEHWZHHQWKRVHHOHPHQWV
DQG WKH VSDFH ,I KRZHYHU WKH FRPSRVLWLRQ
FRQVLVWV RI RQO\ RQH HOHPHQW WKHQ WKH
FRPSRVLWLRQFRQVLVWVRIWKLVVROHHOHPHQWDQG
WKH VSDFH LWVHOI 7KH SXUSRVH RI WKH
FRPSRVLWLRQ LV VDWLVILHG LI D UHODWLRQ LV
HVWDEOLVKHGRIVRPHWKLQJDJDLQVWVRPHRQHDQG
WKHFRPSRVHUIUHHO\HOHFWVWKHPHDQVDQGZD\V
WKURXJKZKLFKKHRUVKH H[SUHVVHVWKHP
,Q YLVXDO DUW FRPSRVLWLRQ PHDQV
FRPELQLQJ HOHPHQWV RI DUW DQG SULQFLSOHV LQ
FUHDWLQJ D ZRUN RI DUW RU YLVXDO DUWV:KHQ
FUHDWLQJDZRUNRIDUW WKHDUWLVWPDNHVPRUH
VHYHUDO VNHWFKHV WKDWKHOSKLPVKRZKLVRZQ
LGHDLQDVXLWDEOHZD\
7KHUH DUH D YDVW QXPEHURI RSSRUWXQLWLHV
WR FUHDWH D FRPSRVLWLRQ 3URSHU FRPSRVLWLRQ
FDQGRDORWLQSURGXFLQJDZRUNRIDUWZKLFK
LVQRWRQO\PHDQWWRUHSUHVHQWDSLFWXUHEXWD
ZRUNRIDUW6RDQ\DUWVORZO\FRPHVWRWKHSRLQWZKHUHWKDQNVWRLWVRZQDVVHWVLWEHFRPHVDEOHWR
H[SUHVVZKDWFDQEHVWEHH[SUHVVHG
$FRPSRVLWLRQ LVDKDUPRQLRXVDQGRUGHUO\DUUDQJHPHQW WKRXJKWIXOO\ DUUDQJHGRUGHURIYLVXDO
HOHPHQWV HOHPHQWVRIFRPSRVLWLRQZLWKLQDVSDFHDQGVKDSHLQZKLFKXQLW\SUHYDLOVRIWHFKQLTXHV
PDWHULDOVDQGLGHDV
&RPSRVLWLRQ PHDQV DUUDQJHPHQW RI PDVVHV OLQHV VKDSHV FRORUV DQG RWKHU HOHPHQWV ZLWK
LQWHUUHODWLRQVRIUHSHWLWLRQKDUPRQ\DQGFRQWUDVWV\PPHWU\DQGDV\PPHWU\LQGLIIHUHQWUK\WKPVHWF
7KHPDLQREMHFWLYHRI HYHU\ FRPSRVLWLRQ LV IRU WKH DUWLVW WR H[SUHVV KLV LGHD PRUH HIILFLHQWO\
6\QWKHVLV PHDQV XQLW\ DQG XQLW\ LV ZKDW PDNHV FUHDWLRQ OHDYH VWURQJ LPSUHVVLRQ HYHQ DW ILUVW
FRQWDFWZLWKWKHREVHUYHU*LYHQWKDWWKHILUVWDQGVWURQJHVWLPSUHVVLRQLVFUHDWHGE\WKHHOHPHQWV
WKDW DFW GLUHFWO\ DQG LQVWDQWO\ XSRQ WKH IHHOLQJV RI WKH REVHUYHU WKH DUWLVW VKRXOG VHHN KLV
H[SUHVVLRQWRIORZPRUHWKURXJKWKHPWKDQWKURXJKWKHPDWLFFRQWHQW
$IWHU DOO WKH WKHPDWLF FRQWHQW REVHUYHU UHDGV RQ LQWHOOHFWXDOZD\ DQG JUDGXDOO\ DIWHUZDUGV7KH
SULQFLSOHVRIJRRGGHVLJQ WRROV WKDW WKHDUWLVWXVHG WRFUHDWHDQHIIHFWLYHFRPSRVLWLRQRUGHVLJQ7KH
GLIIHUHQFHEHWZHHQZHDNDQGVWURQJGHVLJQLVWKHUHVXOWRINQRZLQJWKHDUWLVWIRUWKHGHVLJQSULQFLSOHV
DQGKLVDELOLW\WRDSSO\
)LJXUH&RPSRVLWLRQ 5REHUW'HODXQD\
8QLYHUVLW\RI%XFKDUHVW DQG´/%ODJDµ8QLYHUVLW\RI6LELX
$IWHU DOO WKH WKHPDWLF
FRQWHQW LV ZKDW WKH REVHUYHU
UHDGV LQ DQ LQWHOOHFWXDO ZD\
DQGJUDGXDOO\DIWHUZDUGV
7KH SULQFLSOHV RI JRRG
GHVLJQ DUH WRROV WKDW WKH DUWLVW
XVHV WR FUHDWH DQ HIIHFWLYH
FRPSRVLWLRQ RU GHVLJQ 7KH
GLIIHUHQFHEHWZHHQDZHDNDQG
VWURQJ GHVLJQ LV WKH UHVXOW RI
WKH DUWLVW
V NQRZOHGJH RI WKH
GHVLJQHU SULQFLSOHV DQG KLV
DELOLW\WRDSSO\WKHP
%DVLFDOO\ HYHU\ GHVLJQ LV
DUUDQJHG E\ WKH GHVLJQ
HOHPHQWV RI WKH DSSOLFDWLRQ
GHVLJQHU SULQFLSOHV 7DNLQJ
LQWR DFFRXQW DOO WKHVH
FRPSRQHQWV D FRPSRVLWLRQ
DSSHDUDQFHRUGHVLJQLVFUHDWHG
WKDWVKRXOGEHSOHDVLQJWRORRN
DW 8SRQ DYHUDJH VHQVLELOLW\
RUGLQDU\ REMHFWV H[HUW
VXSHUILFLDOHIIHFWZKLOHWKHRQHVZHORRNDWIRUWKHILUVWWLPHFDXVHLPSUHVVLRQ7KHKXPDQVRXOUHDFWV
ZKHQLWLVWRXFKHGLQLWVPRVWVHQVLWLYHVSRW
:HNQRZWKDWLWLVVNHOHWRQRIWKHKXPDQERG\WKDWLVWKHVWUXFWXUHWKDWVXSSRUWVDOOWKHPXVFOHVDQG
RWKHUSDUWVRIWKHERG\LWLVWKHEHDPVLQHQJLQHHULQJWKDWVXSSRUWWKHZKROHEXLOGLQJDQGLQDUWVLWLVWKH
FRPSRVLWLRQWKDWXQLWHVDOOHOHPHQWVLQLWVHOI7KHFDQYDVOLQHVKDSHWRQHFRORURURWKHUYLVXDOHOHPHQW
FDQEHSXWLQPDQ\SODFHVEXWWKHTXHVWLRQLVZKHUH"
7KLVLVVXHEHFRPHVUHVROYHGE\WKHDUWVFRPSRVLWLRQ LWVHOI:KDWZHVHHDWWKHFRPSRVLWLRQLVDQ
LQWHJUDOSDUWRILW$VWKHLQLWLDOVLGHDRIWKHDUWLVWJHWVERUQDVPRUHRUOHVVFOHDUYLVLRQVRVWDUWV
WKHSURFHVVRIFUHDWLQJWKHDUWLVWLFZRUN(YHQLQWKLV ILUVWSKDVH WKHEDVLFWKHPDWLFUHODWLRQVDUH
SUHVHQW7KHXQQHFHVVDU\JHWVPDUNHGDQDO\]HGDQGUHPRYHG
7KHDUHDWKDWOLPLWVWKHDUWLVW LVWKHSK\VLFDOSODQHLQWZRGLPHQVLRQVKDYLQJRQO\OHQJWKDQG
ZLGWK6XFKD VXUIDFHZLWKRXWGHSWK LVFDOOHG WKHZRUNVSDFH WKHGHVLJQILHOGRU IRUPDW%HIRUH
VWDUWLQJWKHUHDOL]DWLRQWKHDUWLVWQHHGVWRGHFLGHKRZWRRUJDQL]HWKHXQLW\RIIRUPDWDQGLWVIRUP
7KH IRUPDW LV GHILQHG E\ WKH KRUL]RQWDO DQG YHUWLFDO PDUJLQV %\ GHWHUPLQLQJ WKH IRUPDW DQG
GHILQLQJWKHWKHPHWKHUHDOL]DWLRQEHJLQVRIWKHYHU\LGHD
+DUPRQLRXV DQG SOHDVDQW UHODWLRQVKLS RI HOHPHQWV LV DFKLHYHG E\ UXOHV IRU WKHLU SURSHU
DUUDQJHPHQW
x *HRPHWULFFHQWHU
x 2SWLFDO&HQWHUDQG
x 5XOHRIWKLUGVHWF
7KHIRUPDWLVGHWHUPLQHGE\LWVILQDOIRXUYHUWLFHVDQGLWVILIWKYHUWH[WKHFHQWHULVGHWHUPLQHG
DVWKHLQYLVLEOHSRLQWORFDWHGDWWKHLQWHUVHFWLRQRIWKHGLDJRQDOVRIWKHIRUPDWRUWKHLQWHUVHFWLRQRI
)LJXUH&RPSRVLWLRQ
7KHWK ,QWHUQDWLRQDO&RQIHUHQFHRQ9LUWXDO/HDUQLQJ,&9/ 
WKHOLQHVWKDWGLYLGHWKHIRUPDWLQWRWZRHTXDOSDUWV7KHFHQWUDODUUDQJHPHQWRIWKLVW\SHVKRXOG
GLUHFWWKHREVHUYHU
VH\HIURPWKHSHULSKHUDOSDUWVWRZDUGVWKHFHQWHU%\SODFLQJWKHREMHFWLQWKH
FHQWHUWKHREVHUYHUZLOOQRWEHPRWLYDWHGWRVWXG\WKHUHVWRIWKHLPDJH
7KH RSWLFDO HQWHU UHSUHVHQWV WKH SODFH ZKHUH WKH OLQHV LQWHUVHFW RI WKH JROGHQLQWHUVHFWLRQ
YHUWLFDO DQG KRUL]RQWDO 7KH VKDSH SODFHG LQ WKH RSWLFDO FHQWHU DFWV GRPLQDQWO\ ZKLOH WKH
FRPSRVLWLRQVLPSOHDQGXQLTXH
7KHUXOHRIWKLUGVLVRIWHQXVHGZLWKWZRKRUL]RQWDODQGWZRYHUWLFDOOLQHVGLYLGLQJWKHIRUPDW
LQWR QLQH HTXDO SDUWV DQG WKHLU LQWHUVHFWLRQ UHFHLYHV IRXU LPSRUWDQW SRLQWV ZKLFK VKRXOG
DFFRPPRGDWHIRXUPDLQLWHPVRIWKHFRPSRVLWLRQ7KHWKHRU\VD\VWKDWLIWKHREMHFWRILQWHUHVWLV
SODFHGDWWKHIRXUSRLQWVRUDORQJWKHLPDJLQDU\OLQHVWKHFRPSRVLWLRQEHFRPHVEDODQFHGDQGWKH
KXPDQH\HQDWXUDOO\JOLGHVRYHULW
3HUFHSWLRQRIVSDFHIRUPVRIHOHPHQWVWKDWZLOOPDNHXSWKHFRPSRVLWLRQDQGVHWWLQJDUHWKH
PRVW LPSRUWDQW VHJPHQWV LQ IRUPLQJ WKH FRPSRVLWLRQ ,W LV WKHVH IHDWXUHV WKDW UHSUHVHQW WKH
VNLOOIXOQHVV RI FUHDWLQJ D JRRG FRPSRVLWLRQ 7KH HOHPHQWV RI WKH FRPSRVLWLRQ DUH FODVVLILHG
DFFRUGLQJWRIRUPDQGGLUHFWLRQ
%\WKHWLPHRIWKH5HQDLVVDQFHSDLQWHUVKDYHDOZD\VODLGWKHLUHOHPHQWVLQWKHFHQWHU%XWODWHU
WKH\VWDUWHGWRSHUFHLYHDQGWRXVHVRPHQHZHOHPHQWV7KHOLQHVDUHSHUKDSVWKHPRVWLPSRUWDQW
HOHPHQWRIWKHFRPSRVLWLRQ:KHQXVHGHIIHFWLYHO\WKH\YLVXDOO\JXLGHXVWKURXJKWKHVFHQH
7KHUH DUH WKUHH W\SHVRI OLQHV KRUL]RQWDO YHUWLFDO DQGGLDJRQDO DQG HDFK FUHDWHV D GLIIHUHQW
GRVH RI HQHUJ\ DQG PRYHPHQW
LQ WKH FRPSRVLWLRQ DQG KHQFH
GLIIHUHQWHIIHFWV
7KH KRUL]RQWDO OLQHV JLYH
VWHDGLQHVV VWDELOLW\ DQG FDOP
7KH FRPSRVLWLRQ UHFHLYHV DQ
LG\OOLF HIIHFW 7KH VHWXS RI WKH
KRUL]RQ LQ WKHFRPSRVLWLRQKDV
WKUHH SRVLWLRQV LQ WKH PLGGOH
PLGGOHFXWZKLFKGLYLGHVWKH
FRPSRVLWLRQ LQWR WZR HTXDO
SDUWVKRUL]RQWDOO\
&HQWUDOO\SRVLWLRQHG KRUL]RQ
LVFRPPRQO\DYRLGHGLQWKHRU\
EXWLWLVDYHU\SRZHUIXOWRROHVSHFLDOO\ZKHQLWFRPHVWRGLVSOD\LQJV\PPHWU\HJUHIOHFWLRQ7KH
V\PPHWU\LVGLVSOD\HGKRUL]RQWDOO\ZKLOHYHUWLFDODV\PPHWU\
7KH VHFRQG SRVLWLRQ RI WKH KRUL]RQ LV ORZ FXW LW LV SRVLWLRQHG RQ WKH ORZHU WKLUG RI WKH
FRPSRVLWLRQ,QWKLVSRVLWLRQWKHDFWLRQWDNHVSODFHLQWKHXSSHUWZRWKLUGVRIWKHIUDPH7KHODVW
SRVLWLRQRIWKHKRUL]RQLVKLJKFXWWKHXSSHUWKLUGRIWKHFRPSRVLWLRQ7KLVKRUL]RQLVXVHGZKHQ
WKH DFWLRQ KDSSHQV LQ WKH ORZHU WZRWKLUGV 9HUWLFDO OLQHV DGG PRYHPHQW DQG HQHUJ\ RI WKH
FRPSRVLWLRQZKLFKEHFRPHVPXFKPRUHSRZHUIXODQGH[SUHVVLYH
'LDJRQDOOLQHVSURGXFHWKHPRVWHQHUJ\DQGPRYHPHQWWKDQDQ\RWKHUW\SHRIOLQH'LDJRQDOV
JHWXVGLUHFWO\LQWRWKHVFHQHPXFKPRUHDJJUHVVLYHO\FUHDWLQJDYLVXDOWHQVLRQDVDILQDOUHVXOWRI
WKHSHUFHSWLRQ'LDJRQDOOLQHVFDQLPSO\DGLVWRUWLRQRISHUVSHFWLYH
%DODQFHDVDQDUWLVWLFSULQFLSOH
%DODQFHRU HTXLOLEULXP LV DQ DUW SULQFLSOHZKLFKJRYHUQV WKH DUUDQJHPHQWRI HOHPHQWV LQ WKH
ZKROH2QHRIWKHZLVKHVRIDUWLVWVLVFUHDWLQJDEDODQFHGFRPSRVLWLRQ
%DODQFHGRHVQRW RQO\ DSSO\ WR WKH FRPSRVLWLRQ EXW WR WKH VHOHFWHGPRWLIV WKHLU SURSRUWLRQ
FRORUFRQWUDVWDQGPDQ\RWKHUIDFWRUVDVZHOO2QO\ZKHQDFRPSRVLWLRQLVEDODQFHGLW LVVWDEOH
8QLYHUVLW\RI%XFKDUHVW DQG´/%ODJDµ8QLYHUVLW\RI6LELX
DQGDSSHDUVSURSHUO\7KHWKUHHFRPPRQSULQFLSOHVRIFRPSRVLWLRQLQWKHEDODQFHDUHV\PPHWU\
DV\PPHWU\DQGUDGLDOO\,QDUWV\PPHWU\JHQHUDOO\FRQYH\VDVHQVHRIKDUPRQLRXVRUDHVWKHWLFDOO\
SOHDVLQJSURSRUWLRQDOLW\DQGEDODQFHDQGLWUHIOHFWVEHDXW\RUSHUIHFWLRQ
6\PPHWULFDOEDODQFHLVPRVWVWDEOHLQDYLVXDOVHQVH6\PPHWU\LVDFKLHYHGZKHQERWKVLGHVRI
WKH DUWZRUN DUH DOPRVW WKH VDPH RQ WKH KRUL]RQWDO RU YHUWLFDO D[LV RI WKH FRPSRVLWLRQ ,Q D
V\PPHWULFDOZD\ZHEXLOGV\PPHWULFHTXLOLEULXPZLWKFRORUWH[WXUHOLQHIRUPLQDZD\WKDWZH
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